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Market Report
Livestock and Products,
Weekly Average
Nebraska Slaughter Steers,
35-65% Choice, Live Weight. . . . . . .
Nebraska Feeder Steers,
Med. & Large Frame, 550-600 lb. . . . .
Nebraska Feeder Steers,
Med. & Large Frame 750-800 lb. . .. .
Choice Boxed Beef,
600-750 lb. Carcass. . . . . . . . . . . . . .
Western Corn Belt Base Hog Price
Carcass, Negotiated. . . . . . . . . . . . . ..
Pork Carcass Cutout, 185 lb. Carcass
51-52% Lean. . . . . . . . . . . . . . . . . . . .
Slaughter Lambs, Ch. & Pr., Heavy,
Wooled, South Dakota, Direct. . . . . . .
National Carcass Lamb Cutout
FOB. . . . . . . . . . . . . . . . . . . . . . . . . . .
Crops,
Daily Spot Prices
Wheat, No. 1, H.W.
Imperial, bu. . . . . . . . . . . . . . . . . . . . .
Corn, No. 2, Yellow
Nebraska City, bu. . . . . . . . . . . . . . . .
Soybeans, No. 1, Yellow
Nebraska City, bu. . . . . . . . . . . . . .. . .
Grain Sorghum, No.2, Yellow
Dorchester, cwt. . . . . . . . . . . . . . . . . .
Oats, No. 2, Heavy
Minneapolis, Mn, bu. . . . . . . . . . . . . . .
Feed
Alfalfa, Large Square Bales,
Good to Premium, RFV 160-185
Northeast Nebraska, ton. . . . . . . . . . .
Alfalfa, Large Rounds, Good
Platte Valley, ton. . . . . . . . . . . . . . . . .
Grass Hay, Large Rounds, Good
Nebraska, ton. . . . . . . . . . . . . . .. . . .
Dried Distillers Grains, 10% Moisture
Nebraska Average. . . . . . . . . . . . . . . .
Wet Distillers Grains, 65-70% Moisture
Nebraska Average. . . . . . . . . . . . . . . .

Year
Ago

4 Wks
Ago

11/7/14

133.00

164.25

168.00

187.25

282.14

281.60

175.86

250.18

237.73

204.56

249.26

250.35

82.90

99.71

86.53

93.70

115.75

95.41

154.13

164.75

163.00

318.49

378.22

377.03

6.93

5.27

5.01

4.17

3.04

3.20

12.15

8.97

9.55

7.00

5.64

6.39

3.57

3.54

3.45

200.00

189.00

135.00

90.00

85.00

127.50

98.00

85.00

205.00

123.50

113.50

64.50

40.00

43.50

*

Commodity market participants are frequently trying
to forecast prices, or anticipate how prices will
change in the future. Future price movements are
important for producers, merchandisers and all participants in commodity markets, since this information is essential for marketing strategies and risk
management plans, among others. Two main approaches have been used to analyze commodity prices: fundamental analysis and technical analysis.
Fundamental analysis focuses on supply and demand
variables and their relationship to prices. The main
idea is to understand the fundamental forces of supply and demand and analyze how they affect prices.
These variables are typically combined in balance
sheets, as can be seen for the U.S. soybean market in
Table 1. In grain markets the most relevant source of
information for balance sheets is the World Agricultural Supply and Demand Estimates (WASDE) report, released monthly by the U.S. Department of
Agriculture (USDA).
Balance sheets provide information about supply
and usage (demand) variables. In the example of
U.S. soybean market, supply variables are represented by beginning stocks, production and imports,
while usage (demand) variables are represented by
crushing, exports and seed. These variables tell us
the total supply and total usage observed or expected
within a crop year, allowing us to calculate ending
stocks for that year. Note that the WASDE report is
adopted here as an example of the balance sheet approach to fundamental analysis, but other sources of
information can also be used to collect information
about supply and demand.
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Table 1: Balance sheet for U.S. soybeans – 2010/11 to 2014/15

Area planted (MM acres)
Area harvested (MM
acres)
Yield (bu/acre)
Supply
Beginning stocks (MM
bu)
Production (MM bu)b
Imports (MM bu)
Total supply (MM bu)c
Usage
Crushings (MM bu)
Exports (MM bu)
Seed (MM bu)
Residual (MM bu)
Total use (MM bu) d
Ending stocks
Ending stocks (MM bu) e
Stocks-to-use ratio f

2010/11

2011/12

2012/13

2013/14a

2014/15

77.4
76.6

75.0
73.8

77.2
76.1

76.8
76.3

84.2
83.4

43.5

41.9

40.0

44.0

47.5

151

215

169

141

92

3,329
14
3,494

3,094
16
3,325

3,042
41
3,252

3,358
72
3,571

3,958
15
4,065

1,648
1,501
87
43
3,279

1,703
1,362
90
1
3,156

1,689
1,317
89
16
3,111

1,734
1,647
98
0
3,479

1,780
1,720
92
23
3,615

215
6.6%

169
5.4%

141
4.5%

92
2.6%

450
12.4%

a

(a) USDA projections; (b) production = area harvested x yield; (c) total supply = beginning stocks +
production + imports; (d) total use = crushings + exports + seed + residual; (e) ending stocks = total
supply – total use; (f) stocks-to-use ratio = ending stocks/total use. Source: WASDE–USDA

Further we can calculate stocks-to-use ratio by dividing
ending stocks by total use. This number shows the amount
of ending stocks as a proportion of total use, i.e. how
much of total use (demand) can be satisfied with ending
stocks. Figure 1 presents a scatter plot with stocks-to-use
ratio and average annual prices between 2003/04 and
2012/13 (prices are adjusted for inflation). The plots show
that years with higher stocks-to-use ratio (large supply
relative to demand) had lower prices, while years with
lower stocks-to-use ratio (little supply relative to demand)
had higher prices. It is possible to estimate a trendline
through the scatter points and find a statistical relationship
between these two variables, as can be seen by the dotted
line in Figure 1. Based on this example with data between
2003/04 and 2012/13, this simple statistical analysis indicates that a stocks-to-use ratio of 12.4% as predicted by
the USDA in 2014/15 (Table 1) would lead to an average
annual price of approximately $10.00/bu. Note that this
estimate should be used only as a reference, and is subject
to change as fundamental information about supply and
demand changes.
The information provided by fundamental analysis offers
a general idea about prices during a crop year. Even
though balance sheets are important to see the “big picture” in a crop year, supply and demand data are usually
not timely enough to offer directions on price changes in

the short run. It is important to have an estimate of the
average price in the crop year, but it is also relevant to
know in which part of the year prices will be above and
below that average, as well as to identify price trends
within the year. Besides, part of the changes in prices
that we see in markets every day is anticipatory, i.e. it
comes from market participants’ expectations about what
will happen with the price in the future. For example,
anticipation of WASDE reports can change grain prices
regardless of whether market participants’ expectations
about report numbers are correct or incorrect. When the
WASDE report is finally released, prices will change
again according to the accuracy of the expectations rather than the report data itself. Fundamental analysis
does not offer any help to predict this type of price
movement.
Technical analysis can provide more help in analyzing
price movements in the short run. This approach is based
on the analysis of historical prices to identify patterns,
which then may be used to anticipate future price movements. An issue with technical analysis is that there are
plenty of techniques and indicators, and they rely on certain parameters that have to be chosen by the analyst.
The large variety of technical indicators and the need to
choose their parameters can make it challenging to select
what indicators should be used.

Figure 1: Stocks-to-use ratio and average annual price(a) – 2003/04 to 2012/13

(a) Average national price received by farmers.
One of the most common techniques is based on moving averages, which can be used to identify trends. Figure 2 shows an example of moving averages applied to
soybean futures prices. The blue line is a 9-day moving
average, the red line is a 20-day moving average and
the green line is a 50-day moving average. The bar
chart represents daily futures prices. In general, daily
prices above moving averages indicate that the market

is trending up (e.g. March and April in Figure 2), while
daily prices below moving averages indicate the market is
trending down (e.g. August and September in Figure 2).
Further, shorter moving averages crossing longer moving
averages from above signal that a downtrend may be starting (e.g. June in Figure 2), while shorter moving averages
crossing longer moving averages from below signal that an
uptrend may be starting (e.g. February in Figure 2).

Figure 2: Moving averages applied to soybean futures price for March 2015 delivery.

Source: CME Group

The moving averages described above are just one example of technical analysis. Many indicators also rely
on moving averages in different ways, but there are
several other methods in technical analysis. Regardless
the method, all indicators are essentially trying to identify price patterns. The purpose of this note was just to
offer an overview of technical analysis. Additional discussion of these methods are left for future editions of
Cornhusker Economics.
Finally, no method is perfect; both fundamental and
technical analysis have their advantages and disadvantages. No method is consistently reliable, but they
can be very useful if we understand how they are developed and their limitations. If adopted properly, these
two methods can help us organize market information
and our ideas systematically. Then we should be able to
think more methodically about commodity prices, instead of wandering without direction in the midst of all
market information that comes to us daily. And that is
already a great benefit of using fundamental and technical analysis.
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